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STATE:
Kentucky
LOCAL HIGHWAY FINANCE REPORT KENTUCKY CITIES AND COUNTIES YEAR ENDING (mm/yy):
June 30, 1999
This Information From The Records Of: Prepared By:
Department of Local Government University of Kentucky Transportation Center
I. DISPOSITION OF HIGHWAY-USER REVENUES AVAILABLE FOR LOCAL GOVERNMENT EXPENDITURE
A. Local B. Local C. Recelpts from D. Receipts from
ITEM Motor-Fuel Motor-Vehicle State Highway- Federal Highway
Taxes Taxes User Taxes Administration
1. Total receipts available 138,757,224 19,020,561
2. Minus amount used for collection expenses
3. Minus amount used for nonhighway purposes
4. Minus amount used for mass transit
5. Remainder used for highway purposes 0 0 138,757,224 19,020,561
1. RECEIPTS FOR ROAD AND STREET PURPOSES 1l. DISBURSEMENTS FOR ROAD AND STREET PURPOSES
ITEM AMOUNT ITEM
A. Receipts from local sources: A. Local highway disbursements:
1. Local highway-user taxes 1. Capital outlay (from page 2) 116,970,044
a. Motor Fuel (from ltem L.A5)) 0 2. Maintenance: 20,637,053
b. Motor Vehicle (from Item 1.B.5.) 12,590,518 3. Road and street services:
c. Total (a.+b.) 12,590,518 a. Traffic control operations
2. General fund appropriations b. Snow and ice removal
3. Other local imposts (from page 2) 6,382,154 ¢. Other
4. Miscellaneous local receipts (from page 2) 13,570,079 d. Total (a. through ¢.) 73,833,086
5. Transfers from toll facilities 4. General administration & miscellaneous 19,018,103
6. Proceeds of sale of bonds and notes: 5. Highway law enforcement and safety
a. Bonds - Original Issues 6. Total (1 through 5) 230,458,286
b. Bonds - Refunding Issues B. Debt service on local obligations:
c. Notes 1. Bonds:
d. Total (a. +b. +¢) 0 a. Interest
7. Total (1 through 6) 32,542,751 b. Redemption
B. Private Contributions c. Total (a. + b)) 0
C. Receipts from State government 2. Notes:
(from page 2) 219,323,773 | a. Interest
D. Receipts from Federal Government b. Redemption
(from page 2) 19,495,898 c. Total (a. + b.) 0
Total receipts (A.7 + B+ C + D) 271,362,422 3. Total (1.c+2c) 12,114,170
._Payments to State for highways
. Payments to toll facilities
. Total disbursements (A.6 + B.3 + C + D) 242,572,456
IV. LOCAL HIGHWAY DEBT STATUS
Oi(Show all entries at parXd
Opening Debt Amount Issued Redemptions Closing Debt
A. Bonds (Total) 0
1. Bonds (Refunding Portion)
B. Notes (Total) | | 0
Notes and Comments:
Data derived from information provided by the Department of Local Government
FORM FHWA-536 (Rev.12-96) PREVIOUS EDITIONS OBSOLOETE (Next Page)



STATE:

Kentucky
LOCAL HIGHWAY FINANCE REPORT KENTUCKY CITIES AND COUNTIES YEAR ENDING (mm/yy):

June 30, 1999

il. RECEIPTS FOR ROAD AND STREET PURPOSES - DETAIL

ITEM AMOUNT ITEM AMOUNT
A.3. Other Tocal imposts: &, Miscellaneous local receipts:
a. Property Taxes and Assesments a. Miscellaneous 970,
b. Other local imposts. b. (Specify)
1. Automobile Stickers 1,763,005 c. (Specify)
2. Parking Meters 621,793 d. (Specify)
3. Parking Violations 1,848,845 e. (Specity)
4. impounds 1,113691 f. (Specify)
5. Miscellaneous 1,034,820 g. (Specify)
6. Total (1. through 5.) 6,382,154 h. (Specify)
c Total(a +b) _ ‘ 6,382,154 i. Tota! a. through h. — — 13,570,079
ITEM AMOUNT ITEM AMOUNT
C. Receipts from State Government TR BID. Receipts from Federal Government
1. Highway-user taxes (from Item 1.C.5.) 138,757,224 | 1. FHWA (from ltem 1.D.5.) 19,020,561
2. State general funds 2. Other Federal agencies: o »
3. Other State funds: a. Forest Service 475,337
a. State bond proceeds 6,311,786 b. FEMA
b. State Grants 11,333,568 c. HUD
c. Truck License 18,899,915 d. (Specify)
d. Drivers License 275,827 e. (Specify)
e. LGEA 43,745,453 f. (Specify)
f. Total (a. through e.) 80,566,549 g. Total (a. through f.) 475,337
4. Total(l. +2 +3. 219,323,773 | 3. Total (1 +2. : 19,495,898
.:u%‘ L ~W«r~ﬁm—~ iy y‘ S 7 S > 7 ey
HI. DISBURSEMENTS FOR ROAD AND STREET PURPOSES - DETAIL
ON NATIONAL OFF NATIONAL
HIGHWAY HIGHWAY TOTAL
SYSTEM SYSTEM
a b C
A.l Capital outlay: e e
a. Right-Of-Way Costs c
b. Engineering Costs . C

c. Construction:
(1). Capacity Improvements
(2). System Preservation
(3). Safety And Other
(&) Total Construction (D)H2)H3) 0 (
d. Total Capital Outlay (Lines 1.a. + 1.b. +1.c4) 0 0 116,970,04

Notes and Comments:

Data derived from information provided by the Department of Local Government

FORM FHWA-536
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BACKGROUND AND INTRODUCTION

The Kentucky Transportation Center is a primarily non-academic department of the College of
Engineering at the University of Kentucky that conducts transportation research provides
opportunities for the transportation community to receive up-to- date information on applications

of new and existing technologies for maintaining safe, efficient transportation systems.

In 1991, the Center completed a study of county road finance in order to better understand the
working environment of those local government officials who are responsible for maintaining
locally maintained off-system roads. This initial study report proved useful to many groups,
including the General Assembly and the Transportation Cabinet. The Center updated the study
for 1993, 1996, and again for 1998.

The Kentucky Transportation Cabinet, Department of Highways, has provided funding for the
Center to again update the report using statistics from the 1998-1999 financial statements
submitted by the counties to the Kentucky Department of Local Government. This report reflects
the findings of this latest study. This study is based on 118 of the Commonwealth's 120 counties,
with statistics from Fayette and Jefferson Counties being omitted. Those two counties, because of
their urban designation, are not required to submit expenditure statements to the Department of

_Local Government and do not keep information in a form compatible with this reporting system.

By law, the county judge/executive is responsible for operating a county road program. The
General Assembly has established four requirements for a county road program: (1) identify and
enumerate all county roads; (2) adopt all county roads by local ordinance; (3) employ a road
engineer or a county supervisor certified by the Kentucky Department of Highways; and (4) by

fiscal court action, formulate a total road program including priorities and specific work orders'.

I'KRS 178, 67.076, 67,077, 67.078, 179.020, 67.080, and 67.083



According to the 2000 U.S. Census Bureau information, 4,041,769 people live in Kentucky'.
There are 432 cities and incorporated places in Kentucky, with Louisville being the largest with

253,128 residents’. There are 217 communities with fewer than 1,000 inhabitants®,

According to the Federal Highway Administration, our nation has 8,177,978 functional system of
lane miles, with 153,819 (or two percent) of those miles located in Kentucky. Nationwide, 77
percent of roadways are in rural areas, while in Kentucky 84 percent is considered rural.

Of the nation's 1,766,396 county-maintained roadways, 38,408 are the responsibility of Kentucky
counties. This figure represents 52 percent of total Kentucky mileage. Nationwide, $112 billion
is expended for highways; of that amount, $68 billion (61 percent) is spent by states and $42

billion is spent by local governments5 )

Reporting methods revised in 1991 require Kentucky counties to submit quarterly expenditure
statements to the Kentucky Department of Local Government, Division of County and Municipal
Accounting. The statistics that follow in this report are excerpted from the reports for fiscal year
1998-1999 for 118 counties. A comparison chart for fiscal years 1992-1993, 1995-1996, 1996-
1997, and 1998-1999 appears on page 11. Again, Fayette and Jefferson Counties have been
excluded since they are urban areas and overall statistics from those counties confuse the picture

when looking at rural county road departments.

This report is concerned only with those funds under the direct administration of the county. In
addition to county road aid, the Kentucky Transportation Cabinet, either through the Secretary's
Office or the Department of Rural and Municipal Aid, at times may assist the counties with
funding for individual projects on county roads. This funding is administered by the state and
therefore is not part of this study. Additionally, the Department of Rural and Municipal Aid
withholds three percent of county road aid from counties participating in a cooperative program

whereby participating counties can apply for assistance when special needs arise.

2 http://www.census.gov/dmd/www/resappon/states/kentucky.xls

3 http://cbpa.louisville.edu/ksdc/kpr/popest/sc99alpha.txt

4 1
Ibid

5 Highway Statistics 1999, published by U. S. Department of Transportation, Federal Highway Administration.
http://www.fhwa.dot.gov/ohim/hs99/index.htm



METHODOLOGY

To update our study, Center staff met with officials from the Division of County and Municipal
Accounting of the Kentucky Department of Local Government. After an explanation of county
reporting requirements, our staff entered information from the June 30, 1999 year-end financial
statements from the 118 counties into an Excel spreadsheet for sorting and analyzing. Staff from

the Department of Local Government continued to serve as our advisors.

All statistics available to us were entered into our spreadsheet. Certain expenditure subcategories
cannot be compared because of different interpretations at the county level. For example, not all
counties break down materials by type such as asphalt, gravel, sand, etc., but give an overall
expense for "materials." Likewise, we were unable to explain all miscellaneous revenues. In
several instances, transfers in and out of the road fund inflated both revenues and expenditures,
resulting in a distorted picture. Not all counties' summary statements balanced to the actual
revenue and expenditure breakdowns. Reasons for the discrepancies given to us by the
Department of Local Government usually entailed a difference between the County Treasurer's
report and the County Financial Officer's report. County-level road fund revenues and

expenditures are provided in the appendix.

SUMMARY OF FINDINGS

Counties had $193 million available revenue for road expenses in 1998-1999, including prior-
year surpluses of $31.3 million. Total revenues came from the road fund, LGEA fund, and other
county funds with County Road Aid contributing the largest portion of revenues (41 percent).

Table I gives a detailed breakdown of these revenues.

In Kentucky, county governments (excluding Fayette and J efferson) spent $160 million to
provide road and bridge construction and maintenance. The largest portion of roadway funds,
$62.7 million, is spent on materials and supplies. Table 2 provides a detailed breakdown of

expenditures.



Table 1: Summary of County Road Revenues

Borrowed Money

Cash Balance Surplus and Interest

County Road Aid

Drivers License Refund

Federal Grants, Payments, Refunds & Reimbursements
Miscellaneous

Municipal Road Aid

National Forest

State Grants, Payments, Refunds & Reimbursements
Transfer In/Out (Net)

Truck License Distribution

Total Road Fund Revenues
Total LGEA Revenues

Total Revenues Available for County Road

$6,311,786.21
$33,009,246.93
$78,617,717.66
$275,826.92
$3,519,979.52
$13,570,078.99
$1,781,212.12
$402,677.74
$11,333,568.23
$24,951,919.95
$18,899,915.09

$192,673,929.36
$43,745,453.19

$236,419,382.55

Figure 1: Total County Road Revenues
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Table 2: Summary of County Road Expenditures

Contracted Services
Bridge Construction
Engineering Services
Other Contracted Services
Road Construction

Road Maintenance

Total

General Government
County Judge's Office
Fiscal Court

Other

Total

Materials & Supplies
Asphalt

Concrete

Crushed Rock

Fuel, Petroleum Products
General Construction
Machinery & Equipment
Road Materials

Salt

Other

Total

Miscellaneous
Utilities

Other

Total

Capital

Capital Equipment

Debt Service
Equipment Maintenance
Other

Total

Salaries

Office

Road Crew
Road Supervisor
Fringe Benefits
Total

Total Road Fund Expenditures

$4,646,811.73
$250,841.63
$3,447,019.87
$3,575,415.81
$13,495,802.16
$25,415,891.20

$236,844.63
$23,379.44
$1,273,990.87
$1,534,214.94

$16,105,670.16
$156,333.26
$6,537,296.32
$2,950,098.42
$5,519,596.96
$5,982,522.70
$19,382,842.57
$417,675.92
$5,608,758.55
$62,660,794.86

$801,601.11
$6,373,270.47
$7,174,871.58

$100,000.00
$11,605,301.76
$3,509,649.91
$1,939,670.96
$17,154,622.63

$1,709,054.50
$30,929,499.66
$2,856,174.41
$10,111,597.17
$45,606,325.74

$159,546,720.95



Figure 2: Total County Road Expenditures
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Table 3: Summary of County Road Revenues and Expenditures

Borrowed Money

Revenues

Cash Balance Surplus and Interest

County Road Aid

Drivers License Refund

Federal Grants, Payments, Refunds & Reimbursements

Miscellaneous

Municipal Road Aid

National Forest

State Grants, Payments, Refunds & Reimbursements

Transfer In/Out (Net)
Truck License Distribution
Total Road Fund Revenues

Contracted Services

Expenditures

General Government
Materials & Supplies

Miscellaneous
Capital
Salaries

Total Road Fund Expenditures

$6,311,786.21
$33,009,246.93
$78,617,717.66
$275,826.92
$3,519,979.52
$13,570,078.99
$1,781,212.12
$402,677.74
$11,333,568.23
$24,951,919.95
$18,899,915.09
$192,673,929.36

$25,415,891.20
$1,534,214.94
$62,660,794.86
$7,174,871.58
$17,154,622.63
$45,606,325.74
$159,546,720.95



SOURCES OF REVENUE

Two major categories of funds are available for maintaining local roads and streets: the county
road fund and the Local Government Economic Assistance Fund. An explanation of each fund
follows.

Road Fund

County Road Aid represents the largest contribution to the road fund. The County Road Aid
Program was established by the 1936 General Assembly to help counties meet their
responsibilities for constructing and maintaining county roads and bridges. In 1980, the Kentucky
General Assembly provided for the distribution of funds directly to county governments. Prior to
1980, the Transportation Cabinet administered funds. The Program is currently funded by a fixed
rate of 18.3 percent of the annual revenues generated by state taxes on gasoline and other motor
fuels. In fiscal year 1998-1999, this amounted to $78,617,717 compared to the original
appropriation of $2,000,000 annually in 1936. The Kentucky Department of Local Government is
responsible for allocating the County Road Aid funds to the individual counties in accordance
with the formula prescribed in KRS 179.410 and KRS 177.360. The formula has been revised
several times, with a gradual increase in the rural nature of the data used in the formula. In 1964,
the General Assembly adopted the present "fifths" formula, which is also used to apportion Rural
Secondary funds.

The present formula apportions the County Road Aid funds as follows: One-fifth equally, one-
fifth on the basis of rural population, one-fifth on the basis of rural public road mileage, and two-
fifths on the basis of rural area. The definition of rural as used in the statute means the rural
population, rural mileage, and rural area outside of cities, towns, and urban areas having a

population of 2,500 or more as shown by the most recent decennial census of the United States.

The Transportation Cabinet compiles and coordinates the rural data used in the formula. Rural
population and rural area for each county are obtained from Bureau of the Census publications
and computer files. Contrary to a prevalent misconception, county-maintained road mileage alone
is not the basis for the mileage used in the formula. All rural public road mileage is used,

regardless of which governmental agency is responsible for maintaining it.



Two methods are used for County Road Aid allocations. The first is direct distribution of funds
based on motor fuel tax revenues for the preceding month. The second involves a cooperative
agreement between counties and the Department of Rural and Municipal Aid. The projected 80
percent of yearly motor fuel revenues, less three percent, is available at the beginning of the fiscal
year and distributed once material price contracts for the year are submitted by participating
counties. The three percent held in reserve is pooled and applied for in emergency situations. The
remaining 20 percent of motor fuel allocations are made available to counties throughout the
year.

National Forest fund is defined by KRS 149.130 and originates from federal monies paid to the
state treasurer in those states having national forests within their boundaries. In turn, these funds
~are distributed to counties containing the forests. The funds are apportioned by the size of the
reserve in the respective county. The county must then put half the receipts in the road fund and
the other half in a fund for its public schools.

Truck License Distribution is defined by KRS 47.020 and represents 30 percent of all revenue
raised by taxes under sections (3)-(14) of KRS 186.050. Each year, these funds are distributed
equally among the 120 counties. '

Driver's license refund is defined by KRS 186.535, which states that 25 cents raised from
original issuance or renewal of an operator’s license goes to the State Transportation Cabinet
road fund to be used specifically for expanding the state driver education program and another
25 cents is refunded to the county where the licensed was issued for county road purposes. From

each four-year license renewed or issued, 50 cents is refunded to each of the above-mentioned
funds.

Federal grants, payments, refunds and reimbursements consists of several types of revenues,
including DES and HUD flood reimbursements, federal emergency assistance, and federally
funded grants.

State grants, payments, refunds and reimbursements are not defined by statute. They include
items such as flood damage reimbursement, road energy recovery fund, miscellaneous payments,

and special state funds (bridge fund, strip mine permits, etc.).



Cash Surplus and Interest includes all interest earned through the year from checking accounts,

certificates of deposit, and other investments as well as monies not expended and carried forward
from the previous year.

Transfers In/Out (Net) represents the account used to transfer monies from one fund to another.
In this column, funds were transferred into the road fund as well as out of the road fund; the
difference between the amounts is posted to the road fund.

Other revenues can be described as miscellaneous. They include other refunds/reimbursements,
sale of surplus equipment and property, excess road materials, borrowed money, and anything

else that could not be categorized in the standard revenue codes.

Local Government Economic Assistance Fund (LGEAF)

The Local Government Economic Assistance Fund was established by the 1980 General
Assembly to return a portion of the coal and mineral severance tax revenue to eligible local
governments. The Division of County and Municipal Accounting within the Department of Local
Government is responsible for the allocation of these funds to eligible local governments. The
LGEA Fund provides money to local governments to improve the environment for new industry

and to improve the quality of life for the residents.

The LGEAF is derived from coal severance taxes and mineral severance taxes. One half of the
excess of the coal severance and processing taxes collected in excess of $15.8 million is
transferred from the general fund into the LGEA fund. By statute, the minimum amount to be
transferred is 12 percent of the total severance and processing taxes collected. One-half of the
taxes collected annually on the sale and processing of minerals, exclusive of coal, also is

transferred to LGEAF.

Sixty percent of the coal severance tax is allocated among coal-producing counties based on tax
collected in each county; 30 percent is allocated to each coal producing county based on per
capita income, ton-miles of resource roads, and population. The remaining ten percent is

allocated to coal impact counties, those non-coal producing counties that have at least .25 percent



of the total coal ton miles hauled over public roads within their counties' respective boundaries.
Distribution is based on geographic area, ton-miles of coal haul roads, and per capita income in
inverse order. Mineral severance and processing tax is distributed on the basis of tax collected on

minerals severed.

Ten percent of the coal and mineral funds allocated to each county is divided among the cities
within the county based on the ratio that the population of each incorporated area bears to the
total population of all the incorporated areas within the county. Coal producing counties and
cities must allocate 30 percent of the coal tax portion of LGEAF to maintaining local public
highways over which substantial amounts of coal have been transported. The remaining 70
percent may be spent for public safety, environmental protection, public transportation, health,

~ recreation, libraries, social services, administration, industrial and economic development, and
vocational education. Coal impact counties and cities must allocate 100 percent of their LGEAF
proceeds to public transportation, streets, and roads. The mineral tax portion of LGEAF may be

spent on any of the above categories. Table 4 shows total LGEA Fund revenues and

expenditures.
Table 4: LGEA Fund Revenues and Expenditures
LGEA Receipts to Date (FY 1998-1999) $43,745,453.19
LGEA Claims Paid to Date (FY 1998-1999) $28,321,915.14
LGEA Cash Balance $15,584,209.05*

*Includes $160,671.00 for Daviess County. Revenue and expenditure data were not available for this county.

10



Listed below are several comparisons between the County Road Finance report based on

the1992-1993, 1995-1996, 1996-1997, and 1998-1999 financial statements used in this report.

Table 5: Fiscal Year Comparisons

Road Fund Expenditures
Road Fund Revenues

Road Fund Expenditures
Road Fund Revenues

Road Fund Expenditures
Road Fund Revenues

1992-1993
132,021,865
150,514,479

1995-1996
129,742,771
159,365,972

1996-1997

143,044,983
174,736,982

11

1995-1996
129,742,771
159,365,972

1996-1997
143,044,983
174,736,982

1998-1999
159,546,721
192,673,929

% Change
-1.73%
5.88%

% Change
10.25%
9.65%

% Change
11.54%
10.27%



Road Fund Revenues

Appendix 1
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Road Fund Revenues

Appendix 1
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Appendix 1
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Appendix 2: Road Fund Expenditures

Capital Expenditures and Salaries
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Road Fund Expenditures

Appendix 2

Materials, Supplies, and Miscellaneous
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Appendix 3
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